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SUBJECT: CONSULTATION WITH GOB ON IDA MATTER 
PASS DE FALCO 

1. A SERIOUS PROBLEM HAS ARISEN AT IDB ON WHICH, IN ABSENCE 
OF BRAZILIAN EXECUTIVE DIRECTOR, WE BELIEVE IT WOULD BE EXTREMELY 
USEFUL TO HAVE ASSISTANCE OF GOB. MATTER CONCERNS PROPOSED 
IDB ORDINARY CAPITAL LOAN OF DOLS. 46.8 MILLION TO MEXICO FOR 
RELOCATION INFECTED DAIRY CATTLE FROM DISTRITO FEDERAL. WE 
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HAVE CONCLUDED PROJECT SHOULD BE THOROUGHLY REFORMULATED OR WITH- 
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DRAWN BY GOM TO AVOID SERIOUS PROBLEM WITH IDB REPLENISHMENT 
IN U.S. CONGRESS. 

2. SINCE PROPOSED LOAN (A) WOULD NOT BE REACHING POORER RURAL 
ELEMENTS, (B) WOULD BENEFIT SO FEW FARMERS AND (C) HAS SEVERAL 
OTHER SERIOUS WEAKNESSES MENTIONED BELOW, IT WOULD BE QUESTIONABLE 
USE OF IDB FUNDS. THUS APPROVAL BY IDB WOULD DRAW PUBLIC 
ATTENTION TO THIS OPERATION AND MAY WELL CAUSE CONGRESS TO CUT 
BACK SHARPLY ON 275 MILLION DOLLAR FY 76 APPROPRIATION FOR FSO 

AT TIME WHEN STRONG AND GROWING CONGRESSIONAL AND ADMINISTRA- 
TION FOR FSO AT TIME WHEN STRONG AND GROWING CONGRESSIONAL AND 
ADMINISTRATION DESIRE EXISTS FOR INCREASING BENEFITS TO LOW 
INCOME RURAL GROUPS THROUGH IDB AGRICULTURAL LOANS. EFFECT 
MIGHT ALSO BE TO ENDANGER SUPPORT FOR IDB REPLENISHMENT LEGIS- 
LATION TO BE CONSIDERED SOON ON HOUSE FLOOR. 

3. PROPOSED PROJECT CALLS FOR RELOCATION OF 20,000 INFECTED 
CATTLE FROM DISTRITO FEDERAL AREA. BENEFICIARIES WOULD BE MEDIUM- 
SIZE DAIRYMEN. SINCE PROJECT DOES NOT PROVIDE TIMETABLE FOR 
REMOVING REMAINING INFECTED CATTLE HEALTH HAZARD IN MEXICO 
CITY AREA WILL CONTINUE. ACCORDING TO USDA THIS PROBLEM 

WILL NOT DISAPPEAR AS LONG AS ANY INFECTED CATTLE REMAIN IN DIS- 
TRITO FEDERAL. TOTAL COST OF PROJECT DOLS. 99.6 MILLION, 

INCLUDING DOLS 46.8 MILLION IDB LOAN, IS EXTREMELY LARGE 
CONSIDERING RELOCATION WOULD INVOLVE ONLY 146 DAIRYMEN OUT OF 
695 IN AREA. THIS WOULD MEAN PER CAPITA COST OF OVER DOLS. 

680,000 PER DAIRY FARM. OTHER PROBLEMS WITH LOAN ARE ABSENCE 
OF MORE WIDESPREAD BENEFITS OF PROJECT AND SERIOUS QUESTIONS 
ABOUT OWNERSHIP OF FARMS INVOLVED AND 
COMMISSIONS AND PROFITS ON LAND SALES. 

4. WE HAVE BEEN INFORMED THAT DIFFERENCES OF OPINION EXIST 
AMONG HIGH MEXICAN OFFICIALS ON SUITABILITY OF THIS PROJECT 
FOR IDB FINANCING. IDB PRESIDENT ORTIZ MENA AND MEXICAN ED 
RODRIGUEZ ARE FULLY AWARE OF THESE PROBLEMS. 

5. BECAUSE OF DELICACY OF ISSUES INVOLVED WITHIN GOM, WE 
BELIEVE THE MOST EFFECTIVE APPROACH TO RESOLVE PROBLEM WOULD BE 
DISCUSSION WITH APPROPRIATE GOM OFFICIALS IN MEXICO, AND HAVE 
REQUEST AMBASSADOR JOVA TO SEE THEM FOR THIS PURPOSE. 
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6. IN VIEW OF ABOVE, WE WANT TO ENLIST ASSISTANCE OF GOB IN 
PARALLEL APPROACH TO MEXICAN GOVERNMENT AIMED AT WITHDRAWAL OF 
LOAN REQUEST OR AT LEAST FUNDAMENTAL REFORMULATION OF PROPOSAL. 
SINCE THERE IS NO BRAZILIAN EXECUTIVE DIRECTOR ON IDB BOARD 
AT PRESENT, WE WANT YOU TO INFORM ARI PINTO OF MINFINANCE AND 
WALDEMAR DE MORAES OF PLANNING MINISTRY OR OTHER OFFICIALS ON 
GENERAL BACKGROUND THIS ISSUE AS DESCRIBED ABOVE AND REQUEST 
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COOPERATION BRAZILIAN GOVERNMENT IN ALSO RAISING MATTER WITH 
MEXICAN GOVERNMENT. 

7. IN DISCUSSING PROJECT WITH BRAZILIANS YOU SHOULD MAKE CLEAR 
OBJECTION IS NOT AIMED AT IDB LENDING IN GENERAL TO MEXICO. 

YOU MIGHT POINT OUT THAT THUS FAR IN 1975, MEXICO HAS RECEIVED 
DOLS. 70 MILLION IN ORDINARY CAPITAL AND DOLS. 20 MILLION IN 

FSO LOANS. TWO AGRICULTURAL CREDIT LOANS TOTALING DOLS. 

71 MILLION WILL BE CONSIDERED BY THE IDB BOARD SHORTLY AND 
ADDITIONAL PROPOSED LOANS TOTALING DOLS. 145 MILLION ARE IN THE 
IDB PIPELINE FOR MEXICO. 

8. CANADIANS ALSO ARE CONCERNED WITH TECHNICAL ASPECTS OF 
THIS LOAN. 

9. PLEASE CABLE GOB REACTION TO OUR CONCERN. KISSINGER 
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